



































































































































BUDGET AND FINANCE COMMITTEE MINUTES
Council of the County of Maui

November 15, 2005

VICE-CHAIR HOKAMA: Chairman, did we receive any communication of any sort from either
HGEA, UPW, those that represent our employees and our retirees--

CHAIR KANE: Um--
VICE-CHAIR HOKAMA: --as their collective bargaining agents?

CHAIR KANE: Thank you. The Chair anticipated that question, and so instructed staff to
contact the various union representatives. And we have received back word from at least
one of them. And I would like to defer the microphone to Mr. Taguchi, who did that
legwork, and provide you with a formal response, Mr. Hokama. Mr. Taguchi?

MR. TAGUCHL: Thank you, Chair Kane. We communicated with Alton Watanabe, Watanabe
at the HGEA office here, and he researched the matter. And he called back yesterday, I
believe, and indicated that it would, the bill, the plan as proposed, from his
understanding, would not affect the retirees in terms of the services that are currently
provided to them.

VICE-CHAIR HOKAMA: Chairman?
CHAIR KANE: Please, Mr. Hokama.

VICE-CHAIR HOKAMA: And hopefully our department representatives might be able to give
me a response. Isn’t this new proposal that Congress or the Federal government is
providing our employees, have a component whereby after they reach a certain amount,
that they’re required to pay a full amount ‘til they reach the next trigger and then benefits
kick in again? So there will be a time when our retirees will pay the full bill. And are
they aware of this?

MR. YOUNG: Mr. Hokama, you're talking about the Medicare Part D program?

VICE-CHAIR HOKAMA: That’s correct.

MR. YOUNG: Yeah, there’s, there’s several drug coverage options that are available in
Medicare Part D. The base plan, though, I believe the drug coverage is covered--
Mr. Fujita probably may know better--oh, here. Medicare will cover 75 percent up to
200, $2,250, and then after that, there’s a, there’s a, I think there’s no coverage up until
5,100. And then after that it’s, it’s 100 percent, right? One hundred percent? Yeah, after
5,100, it’s 100 percent, yeah.

VICE-CHAIR HOKAMA: And that’s under whose plan?

MR. YOUNG: That’s the Medicare Part D base plan.
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VICE-CHAIR HOKAMA: Okay, but it gets adjusted whether or not our employees opt . . .
HMSA or Kaiser medical or they pick another health plan that provides drug coverage.
So I know there’s some variations, but I hope it’s clear that there comes a point in this
new program where our retirees pay the whole bill basically.

MR. YOUNG: Well, only if our retirees--
VICE-CHAIR HOKAMA: Over that first cap.

MR. YOUNG: Well, only if our retirees get out of the State plan and jump over to Medicare
Part D.

VICE-CHAIR HOKAMA: Our plan--

MR. YOUNG: The State coverage that’s provided through retirement is actually far more
beneficial to the retirees than this Medicare Part D program.

VICE-CHAIR HOKAMA: So, in actuality, what you’'re sharing with us, is that the Federal
government is telling us or willing to pay us to stay with a plan that is better than theirs
because they’re not willing to pay for the program otherwise for our retirees? So they’re
telling us to keep our retirees and don’t enter their program?

MR. YOUNG: Essentially, you could look at it that way. That’s the purp..., the purpose of the
subsidy, as I see it very informally, is that we would get this subsidy or qualify for this
subsidy because our program that we offer privately or as our employer for our
jurisdiction is better than Medicare Part D.

VICE-CHAIR HOKAMA: And this is only offered to the government employee, retirees?

MR. YOUNG: Right.

VICE-CHAIR HOKAMA: If I was a retired sugar cane worker or a retired school teacher, I do
not get this benefits? But I don’t know about school teacher. Maybe that was a bad, bad
example, but I'm an electrician. Private sector electrician. Union electrician.

MR. YOUNG: Um--

VICE-CHAIR HOKAMA: Idon’t have that benefit?

MR. YOUNG: To apply for this subsidy. I'm not sure if they’re, to what extent the subsidy is
offered, but I believe it is only offered, well, we’re, the County of Maui will be qualifying

to applying for this subsidy under, under jurisdiction of a government, governmental
entity.

_46 -



BUDGET AND FINANCE COMMITTEE MINUTES
Council of the County of Maui

November 15, 2005

VICE-CHAIR HOKAMA: Okay. What is our legal definition . . . (inaudible) . . . of a retiree?
One who is, has been on full time, full equivalent position status or would this cover, I
don’t know if we have such a thing as a part-time retiree. A retiree that was earned off
part-time status. Does it make a difference or do we even have those retirees?

MR. YOUNG: Well, the Director of Personnel Services I see in the gallery. I don’t know if she
has like a, like an official definition of a retiree. I guess my definition would only be
from just the common, you know, understanding of what a retiree--over age 65 with,
fulfilling a certain number of credited years of service, et cetera. But I'm not sure if
there’s a more formal definition of retiree, Mr. Hokama.

VICE-CHAIR HOKAMA: Well, my point is we just need to get people as best informed as we
can and that’s why this is helping me because I thought our employees also would have
that gap, as I understood Medicare Part D, which the private sector people need to deal
with. There comes a point where they’re naked with no coverage basically until they
reach the next qualifying step. And I just need people to have an understanding that
unless they get one plan like what's being offered the County, they’re going to be half,
well, they’re not going to be half, they going be fully naked to full cost of required
prescription medication for their daily existence. And they need to be aware of that and
budget accordingly. So is that a good understanding on our part? Only our employees,
government retirees get this special consideration and subsidy?

MR. YOUNG: Yes, Mr. Hokama, to be clear, the retirees . . . (CHANGE TAPE) . . . will not be
receiving the subsidy. Subsidy will be coming to the employer. That’s the County, so--

VICE-CHAIR HOKAMA: Correct, that’s us.

MR. YOUNG: There won’t be any, unless there’s plans to do something with what we get these
funds, the retirees/employees will not see really any benefit or detriment to their plan or
their coverage or their premium.

VICE-CHAIR HOKAMA: One more question, Mr. Director. Under this, help us understand
that the amount that EUTF would subtract for administrative costs--because I noticed
each county is slightly different, if I read my numbers right--is this a fair formula? Is the
County, you know, receiving adequate and fair consideration to all the other parties
involved, and is this financially sound for the retiree who’s actually going to have to pay
for it? Not the County.

MR. FUJITA: The allocation formula is based on the number of participants and is, it is a fair
allocation of the cost. The County’s share for one year is about $1,500, and that would
be added on to the amount that the employer pays on the premium. So, again, it wouldn’t
affect the beneficiaries. It’s a small amount in comparison with the amount we’re
expecting from the subsidy, which is closer to a quarter million. So it’s a good price.
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VICE-CHAIR HOKAMA: The only reason I bring it up, Mr. Fujita, is that basically, as I
understand it, the County does all the work. The County needs to provide all this
information. You mean, EUTF, because unless we authorize EUTF to access our
confidential data--

MR. FUJITA: No, no. It’s EUTF’s data.
VICE-CHAIR HOKAMA: It’s EUTF’s data?
MR. FUJITA: Yes.

VICE-CHAIR HOKAMA: Because I was asked to sign off a sheet to allow them to access our
employees’ confidential information.

MR. FUJITA: That's correct. That information belongs to us, but they manage it and they
maintain it. It is the information on the employees of the County of Maui, so in that
sense, it’s--

UNIDENTIFIED SPEAKER: ... (inaudible) . ..
MR. FUJITA: That’s correct.
VICE-CHAIR HOKAMA: What was that? You need to share that with us.

MR. YOUNG: Mr. Hokama, your approval was our auth..., the County’s authorization for
EUTTF to distribute the information. They already have possession of the information, but
it’s a matter of their ability to put the information into the application packet so that it can
be distributed to, you know, another entity.

VICE-CHAIR HOKAMA: So there’s no way the County of Maui can see if we can get a better
deal by ourselves, then? And even if we could, we couldn’t exercise that option. Is that
what I’'m being told?

MR. FUJITA: That's apparently correct because the files and the maintenance of all this
information is done by the EUTF. It’s really what they do. The County does not
maintain any of that information.

VICE-CHAIR HOKAMA: But the information belongs to the County?

MR. FUJITA: Right, it’s on our employees. Yeah.

MR. YOUNG: And, Mr. Hokama, on your question, the County could have filed its own
application for the subsidy, but, frankly, the County was not aware of this program. It

was brought to the County’s attention by the State and in evaluating whether or not, you
know, we could independently file for this application, the deadlines were of
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consideration. They were rather short at the time that we became aware of it. And also if
you look at this administrative cost allocation, for basically, for about $1,500, we’ll be
looking at collecting subsidy in excess of 200,000.

VICE-CHAIR HOKAMA: And covering over 2,000 employees?

MR. YOUNG: Yeah, and, you know, my, my assessment is that for $1,500 we couldn’t pay for
better consulting services to file this application on our behalf, nor could we get the
expertise in-house to do a full application for 1,500. SoIdo believe the County is getting
a good deal even if we do have to pay a part of the administrative cost. It is what I
consider nominal.

VICE-CHAIR HOKAMA: Okay. My last question is, I am hoping you'll work with the
collective bargaining agents so that our retirees are fully . . . of what is transpiring and
that there is no negative impact on their pocketbooks. Because, like I said again, my
understanding of Medicare Part D is that there’s this gap, and regardless, it would have
impact anyone who buys prescription drugs. I'm glad you made that more clear for us
this afternoon.

MR. YOUNG: Yeah, I'm sure that there might be instances, individual circumstances where a
retiree or an employee may find Medicare Part D more beneficial, but from my
understanding, the State’s understanding and from my review of the program, I would
say the majority of retirees would be far more beneficial if they were to stay in the State,
in their existing program. We provide a very good benefit to our retirees in our existing
programs.

VICE-CHAIR HOKAMA: So whether you had a $50 a month average prescription drug bill or
a $500 prescription drug bill a month for your requirements, the, you still get the same
benefit?

MR. YOUNG: We would have to look at, you know, what exactly is the, what is your benefit
under the existing State plan as opposed to, say, under the Medicare Part D plan. Again,
it might, there might be a situation out there for an individual circumstance what you,
you’d have more beneficial even to go under Medicare Part D, even if there is that gap.
But, you know, the majority of employees would be far more beneficially served under
the, their existing plan.

VICE CHAIR HOKAMA: Thank you, Mr. Young. Thank you, Chair.

CHAIR KANE: Member Johnson, before 1 recognize you and thank you for your
patience--Members, the acronym “EUTE” was used quite frequently in the discussion.
So just for the information of yourself as well as anybody viewing this meeting, “EUTF”
are the letters E-U-T-F and that stands for Hawaii Employer-Union Health Benefits Trust
Fund. EUTF. So, anyway, just for information. Ms. Johnson, you have the floor.
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COUNCILMEMBER JOHNSON: Yes, and, you know, because I am your representative also
for the Council on Aging and because I used to be a former health insurance agent, I've
been very aware and I’ve been following the issue and Mr. Bert Scherfeling(?) who used
to be with AARP has been kind enough to engage in long lengthy conversations about the
topic.

The, I guess the confusion is coming in when the distribution was made of the materials
that were sent out as a part of the packet advising employees and retirees from both
EUTF, you know, our employer’s association, and also the provider of the coverage,
whether you have Kaiser or HMSA. Whoever that entity is. What’s happening is when
you read through the benefit packet--and, believe me, I can read a policy contract--it’s
still states within the body of that contract and with the materials that I received and I
went through at great length. It does state exactly what Councilmember Hokama had
mentioned, which it states very clearly, there’ll be no change in benefit. However, when
you read on a little bit further, it does come into this gap situation.

So I think it’s within the body of the materials that were disseminated that the confusion
is coming up because I have spent many hours on the phone between Kaiser, the
Customer Service for, you know, the employer’s representative, and basically I was
assured, no, if you are a retiree or you're a dependent who is covered under, let’s say it’s
Senior Advantage for Kaiser, you will not have any change in your benefits because the
EUTF at this point has not elected to make any change in the benefit packet, and it’s due,
in part, to the incentive that’s been provided, which is provided to any group who is given
a richer plan of benefits than what is being offered underneath the Medicare Part D
coverage. But what it states also is that that is only good until I believe it’s the open
enrollment period, which comes up in May of 2006. At that time the employer would,
again, have to make a determination as to whether they’re going to stay with that package
of benefits or opt out.

What people have to be aware of is that they need to make a very, very careful decision
about what they do because when you opt out of your employer sponsored program--if
it’s with the State or the County--you basically have, if, let’s say you felt that you found a
better drug plan, whatever that might be, you are then automatically dis-enrolled from all
of your coverages with your current package of benefits. That is where I think a real
severe hazard exists because people that are not informed or think, you know, oh, I can
get my drugs less expensively from this particular program so they’re wanting to use a
cafeteria plan and opt out, you're out. And that was specifically put in by the Federal
government that so that people would either stay where they are and get the package of
benefits which in most cases either equal to or superior to the Medicare Part D coverage.
Or, you know, they would just be out all together.

There have been many programs, there have been many articles, and I’ve read a lot of
them--some are better than others--but I think one of the things that was most confusing
is we’ve received so many materials and in, within those materials, it would give every
appearance, and the way that I read it is that my husband has very expensive drug bills.
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So when I calculated my drug expense out of pocket and the way that I read the change
because everything pretty much integrates with Medicare is that after about February 15,
we would then have to pay after the 2,250, which is basically just the total cost of your
drugs, you would then have to pay $3,600 out of your own pocket before the coverage
would begin to kick in again. This is what’s being referred to as the gap.

So I think, what we, Mr. Chair, as a body should do is perhaps have someone come here,
you know, obviously today is not a good day for it, but to let our employees know and be
reassured that what does that part of the description of their policy, which it states right
on the face of this coverage change. It says, “changes that will take effect January 1,
2006 to your coverage. And to me that means there’s a change coming.

If you read a little bit further, though, it says that your employer has elected not to make
any changes, but even with existing or current benefits, they restated all of the benefits
that existed, which in my husband’s case was specific to Senior Advantage because he’s
covered under the Medicare component.

That is so confusing when you read it because it’s like, wow, I didn’t know that I had all
these limits on my existing coverage. There’s no definition. It would have been better if
they just said, look, don’t get alarmed. Your coverage is going to stay as it is. Remain
calm. But right now, everyone is being, I think, really being concerned and in most cases
unnecessarily. It’s creating confusion and conflict and with all due respect to our Federal
government, I really have serious concerns about the whole Part D, just from my
perspective as a taxpayer and in my capacity and my fiduciary responsibility as elected
official. There is a huge cost, which will eventually be born and even these give-backs
that we’re looking at right now that are before us which are subsidies, guess who pays for
that? And it’s not going to be the drug companies. If you're currently getting drugs free,
if you have other programs that you currently get drugs under, all of that is going to go
away. And now you will be compelled to come within one of these programs. This is a
huge windfall for drug companies, and that’s what I don’t like about this particular thing.

For, as far as our benefits go, I would like the reassurance from our representatives who
negotiated this to really come before us and maybe even conduct meetings, just how
we’ve done with the circuit breaker and other things, but at least conduct some open
meetings to reassure our employees who are covered under Medicare or their dependents,
as well as the retirees, exactly what they have now, what the changes are and that make
them aware that, yes, this is the way it is for right now. But every enrollment period, this
could change. And I'm really, you know, I thank you, Mr. Chair, for giving me a little bit
of extra time, but I think this is so critical for us as elected officials to really be clear
because it does impact our employees. It impacts our wallets because there may be some
people, there’s another eligibility requirement. 1 don’t believe it will affect our
employees directly, but there is an additional subsidy for people that have I believe it’s
150 percent or below of the Federal poverty level where they will be eligible for
additional assistance. That subsidy, however, is an individual subsidy, which is not to be
confused with this subsidy that we’re talking about now. But I just, you know, I would
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really hope that someone at some point could come and just reassure, not only all the
employees, but even someone such as myself who is reading that and who’s perhaps
more knowledgeable, you know, than others might be at reading the policies. And I'm, if
I'm confused, I feel sorry for everyone else. So, thanks very much, Mr. Chair, for
allowing me to go on. Thank you. '

CHAIR KANE: Thank you, Ms. Johnson. Members, Section 2.20.020, unless provided
authorization by ordinance, the Mayor cannot move forward without entering into the
Intergovernmental Agreement, which is what this bill for an ordinance is. The reason it’s
posted today is because as we’ve been informed, the plan would start, I believe,
January 1. By passing it out today, and the Chair intends to move forward unless a
Member--Member Johnson, in your comments, I wanted to ask if you had any
reservations about us moving forward with the request. But by moving out of Committee
today, we have the opportunity to have two readings in the month of December, and that
way we’d be ready to go for January 1 of ’06 to provide the subsidies to move forward.
So, hence, the time sensitivity of this issue, and that’s why, among other things, this was
one of the items that we decided to have on today’s agenda. So just some background as
to why we’re here with this particular item. And any additional comments,
Member Johnson?

COUNCILMEMBER JOHNSON: No, I have no problem with moving forward on this. My
point is for more information because of the controversy that has really erupted and the
confusion surrounding the whole issue. Not just for our employees, but for the general
public because there are going to be some people in our community who are adversely
impacted by this.

CHAIR KANE: Thank you, Ms. Johnson.
MR. YOUNG: Mr. Chair?
CHAIR KANE: Yes, Mr. Young?

MR. YOUNG: Thank you. Those are very good points, Ms. Johnson and Mr. Hokama, which
you bring up, and I don’t, and I'm not saying that I'm an expert on insurance benefits or
which plans. The item before you, Medicare Part D will be in effect January 1. The
County does not control that. You know, I have been assured that the retirement benefits
under EUTF will not change, so the status quo will remain. This item before you,
though, is just to present to you whether or not we would like to participate in garnering
some of the subsidy that’s being offered. If we, if you don’t pass this agreement, the
State will still file its application and the other counties will still, if they do also
participate, will still garner its share of the subsidy.

I'm only here today to encourage you that, you know, with the program moving forward,

regardless of what the County does, this is an opportunity for us to get an anticipate,
unanticipated $200,000 worth of additional funds. And I do take to heart that it is very
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complicated because until this issue came up, I personally was not, I couldn’t tell you the
difference between Medicare or Medicaid and I probably still can’t. And it sounds like
Ms. Johnson is the expert on insurance plans, and it is very complex, and I would not
imagine that any, anyone out there could figure it out for themselves. So I do take it to
heart that, yes, I do believe more information campaigns are needed and could be
beneficial. But that wouldn’t be related to this particular item before you.

CHAIR KANE: Thank you, Director. Members, if there are no other questions, the Chair just
has one question for clarity because I recognize and maybe I don’t know, well, maybe it’s
not a discrepancy. In the cover letter from you, Mr. Young and the Deputy Director
Mr. Fujita referenced it, the range of payments between 230,000 and 300,000, does not
coincide with Ms. Georgina Kawamura’s estimate and she calls it on her Page 2 of her
November 1 letter to your Chair, Members, of an amount between 182,000 and 252,000.
Provide some clarity if you can, Director, on this, on these number discrepancies, dollar
amounts.

MR. YOUNG: Certainly. I don’t know the specifics on, you know, why the, why the exact
difference, but the estimate that’s provided in the September 28 correspondence was
based on our preliminary discussions with the State as well as the State’s consultant, who
had done an actuarial review at that point in time. And this was at a point in time when
the applications were, preliminary applications were due shortly and they had only a short
period of time to basically review all of the participants for each of the counties and the
State. So that was an estimate that was provided.

I have to believe that between, you know, the late September and early November time
period that the State has had an opportunity to further refine their count, do a reevaluation
of current participants and provide an estimate of where a particular participant would be,
whether they would benefit by staying in the State plan or move to Medicare Part D. Or
whether they’d be a candidate for Medicare Part D because that would determine the
overall count.

CHAIR KANE: Thank you.

MR. YOUNG: Needless to say that I believe the estimate would be somewhere in the low to
mid-low range of the 200,000.

CHAIR KANE: Thank you very much. Finally, this unanticipated subsidy from I guess the
Federal government, does this offset an existing expenditure from the County taxpayer
that will now be realized in some form, some other forms, whether it’s a carryover or a
savings or anything like that? Can you give us some anticipation or clarify what impact it
has on our existing budget?

MR. YOUNG: Certainly, Mr. Chair. Right now there is, there is no plans that these funds
would be earmarked for any other allocation in this Fiscal Year. I would anticipate that
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they would be contributed to the General Fund and would go to build our carryover
savings amount.

CHAIR KANE: Okay. Thank you very much. Members, the Chair is prepared to provide you
with a recommendation. Without further questions or comments, the Chair proposes that
we pass the bill that has been submitted under Item 50 and filing the
Communication No. 05-306.

VICE-CHAIR HOKAMA: So moved.

COUNCILMEMBER TAVARES: Second.

CHAIR KANE: It’s been moved and seconded by Members Hokama and Tavares. Any
additional discussion, Members, on this item? Hearing none, all in favor signify by
saying “aye”.

COUNCIL MEMBERS: Aye.

CHAIR KANE: Opposed? Let the record show it’s unanimous with Member Carroll excused.

VOTE: AYES: Councilmembers Anderson, Johnson, Mateo, Molina, Pontanilla,
Tavares, Vice-Chair Hokama, and Chair Kane.

NOES: None.
ABSTAIN:  None.
ABSENT: None.
EXC.: Councilmember Carroll.
MOTION CARRIED.

ACTION: Recommending FIRST READING of bill and FILING of
communication.

CHAIR KANE: Director Young, Deputy Director Fujita, Director Ginoza, thank you very much
for your presence this afternoon. Members, we have reached the end of our agenda.
Thank you very much. We anticipated it going a little longer than where we’re at. It’s
almost 4:15 on a very heavy agenda this afternoon, so thank you for your participation.
This meeting for November 15, 2005 is adjourned. . . (gavel). . .

ADJOURN: 4:13 p.m.
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